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GOVERNMENT OF INDIA
Finance Department.
MEMORANDUM.
No. F. 22 (ll)-R. 11-44.                                       New Delhi,
Dated............19
Subject:    Amendment to Section 5 (1) of the Provident Fnnds Act
(Act XIX of 1925.)
The undersigned is directed to invite a reference to this
Department's endorsement of even No. dated 13-7-44, on the
subject indicated above. Section 5 of the Provident Fund Act
(Act XIX of 1925) as worded at present has given rise to conflict-
ing legal decisions by the High Courts. The Madras High Court
had held in the case of a deceased subscriber that the Act con-
ferred on his nominee a vested right transmissible to his heirs,
while the Calcutta High Court although aware of this decision,
gave a contrary ruling, that the amount at credit of a deceased
subscriber should be paid to his dependents in the first instance,
and the nominee or his heir should receive only any sum or
balance not payable to a dependent under Section 4 (a) of the
Act. It has been suggested that the law should be suitably amended
in accordance with the intention of the Government in order to
avoid protracted litigation causing hardship to the parties and to
enable prompt settlement of claims.
2. The Government of India have carefully examined the
question in consultation with the Provincial Governments,
departments of the Government of India and the institutions
mentioned in the Schedule to the Provident Fund Act of 1925.
They have always been of the view that the deposits of a sub-
scriber remained his property till his death and that the abso-
lute right of a nominee to receive the deposits of a subscriber is
in fact contingent on the amount not being withdrawn by the
subscriber himself during his life-time, and on the nomination
not being varied or cancelled by the subscriber. It is also con-
sidered necessary to provide for contingent or alternative
nomination to cover the case of a subscriber and his nominee
dying in the same accident, or the subscriber dying shortly after
.the nominee without having made a fresh nomination. It has